The article assesses the effectiveness of the functioning of the financial equalization system in Ukraine. The authors of the article developed the indicator of the level of efficiency of the equilibrium procedures, calculated on the basis of the ratio of Gini coefficients to the revenues of local budgets with and without intergovernmental transfers. Using the Gini coefficient, the authors quantified the success of the financial equalization mechanism.
Introduction
For the last three decades, academics are often called the "era of financial decentralization", because it is precisely the implementation of this concept of state regulation of the economy that focuses on the authorities that are authorized to formulate and implement financial (fiscal) policy.
The functioning of the financial equalization system is closely related to the problems of financial decentralization, since the latter aims at correcting the regional development imbalances caused by the lack of financial autonomy of local self-government bodies. The first plans for the implementation of certain aspects of financial equalization by a number of federal countries were implemented as early as the 1940s-1950s, but the concept was acquired especially during the last two decades (Blochliger H) , especially in terms of dissemination and qualitative transformation.
Approaches to the financial equalization can vary considerably depending on the peculiarities of the socioeconomic development of a country and its regions, the specifics of the administrative-territorial system, historical preconditions, targets for fiscal and tax policies, and a number of other factors. That is why there is an objective need to determine the main tendencies in the direction of financial equalization that have developed in domestic and world practice, the characteristics of key approaches to its implementation, as well as the formation of models of financial equalization, which will create a unified mechanism for selecting the appropriate algorithm of action of the authorities authorized on realization of fiscal-budgetary policy, which would allow to achieve with maximum efficiency the main task of the process of financial equalizationsmoothing the region lnyh imbalances and promote sustainable economic development in general.
Literature review and legislative history
Sometimes researchers give a rather different assessment of the role of financial equalization and intergovernmental transfers in fiscal relations between levels of government. The nature of these contradictions lies in the diversity of target orientations and the final result of financial equalization, as well as differences in determining the role of sub-central governments in fiscal-budgetary policy and ensuring the sustainable development of the state as a whole.
Thus, Andras Vigwari in his research notes that the role of financial decentralization and the need for financial equalization can be characterized from two different positions. According to the first approach, which in the scientific literature is called the Tibu-Outs paradigm, the main goal of decentralization is adequate provision of public services at the local level, with the important task of achieving such a level of taxation and expenditures from the local budget that fully corresponds to the preferences of a particular territorial community. In turn, consumers of public goods can show their loyalty at the expense of migration between cities. Thus, within the framework of this approach, financial decentralization is aimed at unique remediation measures, that is, the elimination of uncompetitive territorial communities in favor of those who are able to provide a high level of quality of provision of public services for an acceptable tax burden. In turn, the second approach involves the definition of the role of decentralization as a mechanism that ensures the provision of public services within the administrative units of the country at the optimum level by forming the size of the territorial communities taking into account economic efficiency, targeting the process of providing public services, reducing transaction costs, etc. It is within this framework that the design of the system of financial equalization, the typology of grants from the state budget and their intended purpose play an important role. The current stage of development of economic relations, an effective system of financial equalization is one of the most important supporting mechanisms of the effectiveness of measures within the framework of financial decentralization, whose task in this process is not just the redistribution of financial resources between different levels of government, but the construction of such a mechanism for the mobilization of funds, which simultaneously stimulated territorial communities to increase their own financial base and, at the same time, supported those regions that are from the object inthem reasons are not able to self-finance their spending authority. H. Blokhler, one of the world's leading experts in the field of financial decentralization and financial equalization, identifies financial equalization as a redistribution of financial resources between administrative and territorial entities, with the aim of smoothing out the differences in the level of possibilities for expanding the sources of budget revenue generation or the availability of funds to finance public goods. The main task of financial equalization is to achieve such a state of development of financial relations at the local level, in which local governments throughout the country will be able to provide residents of the respective territorial community with a similar set of public goods at a similar level of tax burden. At the same time, regions with low tax potential, but high level of population provision with public services, and those with high potential for increasing the local budget revenue base, but low level of public goods supply to members of the territorial community, are equally ineffective. Thus, the task of financial equalization is to find a balance between the problem of accrual of incomes and the implementation of expenditures at such a scale that would be available to all administrative units of the country. So, before moving on to assess the effectiveness of the functioning of the financial equalization system in Ukraine at the present stage of development, it is advisable to analyze its genesis in order to identify the key features of this system, its strengths and weaknesses.
The qualitative transformation of intergovernmental fiscal relations in the direction of enhancing the clarity of the budget process and its transparency took place with the adoption of the first edition of the Budget Code of Ukraine (Budget Code of Ukraine: Law of Ukraine No. 2542-14 of 21.06.2001), which came into force on July 24, 2001 . Adoption of the Budget the Code of Ukraine became an important step not only in the process of establishing a system of financial equalization (in this document the whole chapter was devoted to intergovernmental transfers), but also to improve the efficiency of the functioning of the budget system as a whole since most of the important issues regarding the organization of budget relations have now been collected in a single legislative act. However, despite the fact that Chapter 16 of the Budget Code of Ukraine was devoted to the characterization of types of intergovernmental transfers (equalization subsidies and subventions), as well as the order of their allocation, it did not contain detailed instructions on the application of the formula approach, which was implemented with the adoption of the Budget Code. This problem was partially resolved on 05.09.2001, when the Cabinet of Ministers of Ukraine adopted the Resolution No. 1195 "On Approval of the Formula for the Distribution of Intergovernmental Transfers (Equalization Grants and Funds Transmitted to the State Budget) between the State Budget and Local Budgets" (Approval Formula for the distribution of intergovernmental transfers), but since then, the procedural aspects of financial equalization have been enshrined in several regulatory documents, which has led to a number of inconveniences for participants in the budget. However, it is fair to note that the adoption of the Budget Code of Ukraine and the implementation of the formulaic approach to financial equalization can be considered as the most significant transformations in this sector in the history of independent Ukraine, which has greatly brought our state closer to the formation of intergovernmental relations on a transparent and democratic basis.
The Resolution of the Cabinet of Ministers of Ukraine No. 1195 "On Approval of the Formula for the Distribution of Intergovernmental Budget Transfers (Equalization Grants and Funds Transmitted to the State Budget) between the State Budget and Local Budgets" provided for the determination of the number of subsidies based on a formula that in aggregated form was the difference between the assigned revenues and expenses for the financing of delegated powers. It should be noted that a number of forecast macroeconomic indicators were taken into account when calculating income, and the volume of expenditures was determined by a separate formula for each group using a number of statistical indicators and correction factors. Thus, the formula for calculating the equalization subsidies was very complex and cumbersome, and during the period of its existence (from 05. In the new version of the Budget Code of Ukraine, the mechanism for implementing intergovernmental transfers is described in Chapter 16. In accordance with the Budget Code, intergovernmental transfers may take the form of basic grants, reverse grants, additional subsidies and various subventions (educational, medical, on implementation of state social protection programs, implementation of investment projects etc.). It should be noted that the basic and reverse grants reflect different directions of financial flows in the course of equalization of incomes, whereas subventions -provide for the allocation of additional financial resources to cover the costs associated with the implementation of national functions (social protection, education, health etc.), that is, an element of equalization of expenditures, although the de jure existence of this mechanism in our state is not fixed.
Ukraine has legislated only the implementation of a horizontal equalization of the fiscal capacity of local budgets (during the period of the formula approach to financial equalization, smoothing was subjected to both imbalances in the formation of the revenue base of budgets, and their expenditure load). The basis of equalization of tax capacity of regional budgets is the income from personal income tax (PIT) and corporate income tax; budgets of cities of oblast significance, united territorial communities and rayon budgets only the income from the personal income tax. The base of the equalization and the population of the corresponding territory, the calculation of the tax capacity index of a specific budget is made; comparing the value of the calculated indicator with a similar averaged indicator in the country is the basis for determining the amount of the subsidy. So, in the case when the calculated indicator is within the range of 0.9-1.1 from the average for the country, there is no equalization; if the tax capacity index of a particular budget is less than 0.9 from the country average -a basic grant is provided, which is 80% of the amount required to reach the target budget of the target value of 0.9; if the index of fiscal capacity exceeds the value of 1.1 -a reverse grant is transferred, in the amount of 50% of the excess amount exceeding 1.1 (Budget Code of Ukraine: Law of Ukraine No. 2456-17 dated 08.07.2010). Thus, the current system of financial equalization in Ukraine is much simpler, compared to the period of functioning of the formula approach, but it is not devoid of certain shortcomings. In particular, a rather controversial step is the waiving of equalization of expenditures (there is a latent smoothing mechanism through the provision of a number of subventions, but the algorithm for determining their amount remains non-transparent). Thus, the Budget Code stipulates that the volume of subventions is set by the Cabinet of Ministers of Ukraine, but this process depends to a large extent on planned state budget indicators and fiscal policy vectors, which makes it not sufficiently objective and scientifically substantiated. In addition, in our country there is still no legislative mechanism to calculate the financial standard of the cost of a standard set of public services per inhabitant. Considering all of the above, there is an objective need to assess the effectiveness of the functioning of the domestic financial equalization system, to analyze the experience of the leading countries of the world and to develop, on its basis, conceptual foundations for improving the intergovernmental fiscal relations in Ukraine.
The evolution of the financial equalization system in Ukraine is presented in Figure 1 . It is necessary to determine a specific quantitatively measurable indicator that would allow to assess the effectiveness of measures under the financial equalization. As already mentioned, one of the main tasks of the financial equalization process is to smooth out regional imbalances, and therefore the required indicator should reflect the progress of the authorized state authorities in solving the task. One of the leading OECD financial equalization experts -H. Blokhler, in his research (Blochliger H. Fiscal Equalization -a Cross-Country Refusal of the formulaic approach to financial equalization; transition to horizontal equalization of incomes; leveling de jure leveling out of expenditures (de facto through subventions).
Active phase of adaptation of the financial equalization mechanism to the decentralization reform.
Perspective) as a benchmark for the efficiency of the equilibrium procedures, mentions several parameters: the ratio between the highest and the lowest rates of ability to pay before and after equalization, as well as the Gini coefficient before and after equalization, calculated on the basis of the level of solvency of subational entities. Of the two indicators given below, the Gini coefficient is more substantiated and meaningful, since this calculated indicator in statistics is one of the most visible parameters that characterize the degree of distribution concentration.
However, from our point of view, it is debatable to calculate the Gini coefficient on the basis of the budget capacity indicator, since the approach to defining this indicator varies considerably in countries of the world: as a rule, the degree of fiscal capacity is determined on the basis of a representative tax system, which includes non-local taxes and fees, and national ones, which are subject to redistribution from the budget of a higher level, and their list can vary considerably. Thus, the local sources of local budgets are out of sight. In addition, a representative tax system in some cases is an abstract concept that does not have a close relationship with the amount of real revenues of the relevant budget.
Methods and results
The evaluation of the effectiveness of financial equalization will be carried out for the regions of Ukraine for the period of 2008-2016. The changes in the administrative and territorial structure of Ukraine during the investigated time range, to level the probability of distortion of the obtained results and comparability of the sample size throughout the observation period, 25 regions of Ukraine (24 administrative regions and Kyiv) were selected.
Calculation of the Gini coefficient in the framework of this study will be carried out by the formula 1:
KG -the value of the Gini coefficient;
xi -the share of distribution by the number of elements of the population (taking into account the number of regions -25, and their equivalence, this value is fixed and is 100/25 = 4%);
yi -share of the distribution by value of the sign (specific gravity of income per capita and region in the total amount of the indicator);
Cum yi -the cumulative share of the distribution in terms of the values of the sign. The analysis of the data presented in the Appendix (Appendix A, B, C, D) allows us to draw the following conclusions: the Gini coefficient calculated on the basis of local budget revenues, excluding intergovernmental transfers, shows the relatively high degree of uneven distribution of this group of sources of financial resources in terms of regions Ukraine, which confirms the necessity of applying the financial equalization mechanism; with particular concern, the increase in the Gini coefficient over the last few years (after the transformation of the approach to financial equalization), which may be an indication of the ineffectiveness of the reforms; after the equilibrium procedures, the Gini coefficient decreases significantly (almost tripled), which confirms the existence of a positive effect of financial equalization on the uniformity of the provision of the regions with budget funds (including intergovernmental transfers); in the regions with the lowest revenues of local budgets, taking into account intergovernmental transfers per capita, Lugansk region was constantly included. (led by this list), as well as the Kharkiv region often appeared (it was in three outsiders 5 times), Sumy region (3 times), Lviv and Donetsk regions (2 times); the most secured per capita after the distribution of intergovernmental transfers were found in Kyiv, Volyn region (it was in the top three of the leaders 5 times), Rivne region (5 times), Kyiv region (3 times, consolidated during 2015-2016) and Donetsk region (2 times); as a measure of the equilibrium effect, the indicator calculated according to the formula 2 is proposed:
where Ef -level of equilibrium effect, %;
KG1 -the value of the Gini coefficient, calculated on the basis of the volume of local budget revenues, taking into account intergovernmental transfers per capita; KG2 -the Gini coefficient, calculated on the basis of local budget revenues, excluding intergovernmental transfers per capita.
Thus, the indicated indicator allows quantifying the success of the functioning of the financial equalization mechanism, since the value of the indicator is approaching 100% in the case when the Gini coefficient calculated on the basis of local budget revenues, taking into account intergovernmental transfers per capita, goes to zero (that is, the main objective of financial equalization is almost completely realized -the leveling of regional imbalances in the provision of financial resources).According to Fig. 2 the equilibrium effect was relatively high and was in the range of 70-80%, while with the change of the mechanism of financial equalization in Ukraine the value of the investigated indicator is rapidly decreasing, and in 2016 The efficiency of the equalization procedures barely exceeded 50%, which indicates the low effectiveness of the modern approach and the need for its revision and improvement in the light of best world practices in this area. At the same time, quite often, the low efficiency of the functioning of the financial equalization mechanism is due not only to the internal deficiencies of the system itself, but also to the negative influence of external factors, and therefore there is an objective need for a more in-depth study of the mentioned problem in the context of identifying the parameters that have the most significant impact on the level of efficiency of equalization procedures in Ukraine.
The implementation of the task is proposed to be carried out using the tools of regression analysis of the software complex Stata 12 / SE. The observation period covers the time range 2015-2016. The effective variable serves, calculated by the formula 2, the level of equivalence effect, the list and characteristics of the factor variables are given in Table. 1. In particular, the set of independent variables of the model proposes to include indicators that reflect: 1) the state of investment attractiveness (FDI) and investment activity of business entities (gross accumulation of capital and gross fixed capital accumulation), since the efficiency of the country in the direction attraction of financial resources from external sources may reduce the need to find sources of financing for a number of important projects in the domestic capital market, which, in turn, may be partly solved. you issue insufficiency of financial resources and the need for transfers from the state budget to implement these initiatives; 2) the level of entrepreneurial activity (the cost of starting a business, the number of enterprises, the volume of sales) -like investment activity, the intensity of entrepreneurial activity can positively affect the expenditure burden on the budget and the amount of transfers in the framework of financial equalization; 3) export activity (balance of current operations, level of openness of the economy); 4) characteristics of labor efficiency (average monthly wages and unemployment), etc. Turnover Volume of sales of products (goods, services) by enterprises of the country, UAH million.
State Statistics Service of Ukraine [27] CPI Consumer price index (December to December of the previous year), % State Statistics Service of Ukraine [28] Testing for the relationship between the level of efficiency of the equilibrium procedures and each of the tables in the table. 1 variables (single-factor regression modeling), allowed to divide the above parameters into three groups: statistically significant (on one of the confidence intervals 99%, 95% or 90%) factors of positive influence (Table 2) ; statistically significant factors of negative influence (Table 3) ; statistically insignificant factors.
So, according to the Table 2 it can be noted that the increase of the tax burden on business positively affects the effectiveness of financial equalization, which is quite natural, since it is tax revenues to the state budget are the main source of payment of transfers, and therefore, the more financial resources are at the disposal of authorized state authorities, the greater their volume can be directed at smoothing regional imbalances. Insignificant in scope, but statistically significant positive effect on the efficiency of the equilibrium procedures has an increase in total reserves, which can be explained as follows: the increase of the analyzed indicator usually occurs during periods of positive dynamics of the economic cycle, and in such periods, as a rule, the gap of regional disproportions is reduced, which in other equal conditions, automatically increases the efficiency of financial equalization. Finally, given the fact that the gross accumulation of capital involves the accumulation of assets by economic agents, the use of which will generate additional profits, the positive effect of this indicator on financial equalization is quite logical, since capital is not concentrated in one entity, but through the financial market redistributed between economic agents (donors and recipients). Thus, an increase in capital in various forms of assets, firstly, indicates a favorable economic situation, which is accompanied by a high probability of improving the financial position of local self-government bodies; second, the allocation of capital through the financial market leads to a reduction in the disproportion of financial support for the development of administrative-territorial entities (economic agents have access to financial assets, including financial and financial resources, irrespective of where they originally were accumulated geographically). Consequently, both of these patterns, manifested as a result of an increase in the accumulation of capital, lead to a gradual leveling of the problems that give rise to the need for a system of financial equalization. The most statistically significant factors of negative influence on the efficiency of the equilibrium procedures are the growth of the average monthly wage and the volume of sales of products (goods, services) by enterprises of the country. Such an effect of both factors can be explained as follows: higher wages and activation of business activity tend to occur in progressive rather than depressed regions, that is, with a high degree of probability it can be argued that the growth of these parameters in the whole country was not due to due to depressed regions, and especially due to more developed territories (the opposite tendency can be only if large-scale financial support or application of other regulatory instruments for stimulating development tive depressive regions). In turn, the intensification of these processes exacerbates regional imbalances, and, accordingly, complicates the process of financial equalization, leads to an increase in equilibrium payments, which in a chronic deficit of financial resources negatively affects the efficiency of the entire equalization process. The most statistically significant factors of negative influence on the efficiency of the equilibrium procedures are the growth of the average monthly wage and the volume of sales of products (goods, services) by enterprises of the country. Such an effect of both factors can be explained as follows: higher wages and activation of business activity tend to occur in progressive rather than depressed regions, that is, with a high degree of probability it can be argued that the growth of these parameters in the whole country was not due to due to depressed regions, and especially due to more developed territories (the opposite tendency can be only if large-scale financial support or application of other regulatory instruments for stimulating development tive depressive regions). In turn, the intensification of these processes exacerbates regional imbalances, and, accordingly, complicates the process of financial equalization, leads to an increase in equilibrium payments, which in a chronic deficit of financial resources negatively affects the efficiency of the entire equalization process.
Similarly, to previous indicators, the negative impact of unemployment growth on the effectiveness of financial equalization may be manifested in the fact that with an increase in this indicator in the country as a whole, the problem will be aggravated in depressed regions (which, as a rule, are the largest recipients of intergovernmental transfers), while For other territories, the destructive effect will be moderate. Thus, rising unemployment will aggravate the problem of uneven development and financial provision of territories, and, as a result, will cause an additional burden on the financial equalization system. The negative effect of inflation growth on the success of financial equalization manifests itself in reducing the real cost of transfers over time, namely: the amount of budget subsidies to local budgets is approved together with the adoption of the law of Ukraine on the state budget for the relevant year, and therefore, in the conditions of rapid price growth, the real value of transfers during budget year is significantly reduced, which worsens the effect of equilibrium procedures. In addition, high inflation worsens the overall efficiency of the functioning of the economic system of any region, which, in conditions of inaccurate inflation forecasting in the process of formation and approval of the state budget, further reduces the effect of intergovernmental transfers: at the end of the budget period, regions may need more than planned at the beginning the sum of the equalization subsidies, which, taking into account the decrease in the real value of these financial resources, leads to a negative synergistic effect for the equilibrium iynyh procedures. The rest of the factors listed in the table. 1, the influence of which is not described above, fell into a group of statistically insignificant factor factors, ie their influence on the efficiency of the equilibrium procedures has not been proved, and therefore their inclusion in the process of reforming the financial equalization system is not feasible.
Сonclusion
Thus, summing up the foregoing, it can be noted that during the period of independence in Ukraine there was a gradual transformation of approaches to financial equalization: from the fragmentation of intergovernmental fiscal relations to their democratization and synchronization with the experience of the leading countries of the world at the present stage of development, but even under these conditions, the mechanism of realization measures of financial equalization has a number of shortcomings that require further elaboration and development of a holistic concept of the transformation of this system with the specification ete APE of its implementation. At the same time, in domestic practice, there are no informative indicators for assessing the effectiveness of these reforms, and therefore developed an indicator of the level of efficiency of the equalization procedures, calculated based on the ratio of the values of the Gini coefficient to the revenues of local budgets with and without intergovernmental transfers. The permanent calculation of this indicator by the central executive body authorized to implement the budget policy will allow monitoring progress in the direction of transformation and improving the efficiency of the financial equalization system. In addition, in the process of elaborating directions for improving equivalence measures, one should not only focus on key indicators of the effectiveness of fiscal policies, but also consider the direction of influence on the efficiency of the equilibrium procedures in a number of other parameters that characterize business activity, the intensity of investment processes, macroeconomic stability, and others. 
